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Abstract:	 Education	 is	 one	 of	 the	 most	 important	 components	 of	 the	 human	 capital,	 and	 an	 important	














in	 the	beginning,	 labor	as	a	 factor	was	 regarded	as	a	homogeneous	 conglomerate	of	workers	who	
became	input	into	a	production	function	across	the	economy,	modern	labor	market	approaches	see	
work	 as	 a	 heterogeneous	 conglomerate	 of	 people	 with	 different	 labor	 productivity.	 As	 a	 result,	
economists	studying	the	labor	market	are	now	trying	to	find	a	distribution	of	workers'	income	rather	
than	studying	how	the	economic	outcome	between	labor	and	capital	is	distributed.	
Mincer	 (1958)	 was	 one	 of	 the	 first	 economists	 who	 used	 the	 term	 human	 capital	 in	 his	
pioneering	studies	in	which	he	attempted	to	model	income	distribution	using	mathematical	tools	of	



















There	 are	 several	 empirical	 implications	 of	 the	Mincer	 equation.	 The	 first	 one	 is	 that	 the	
income	is	directly	correlated	with	the	investment	in	human	capital.	The	coefficient	of	the	schooling	
variable	in	the	Mincer	equation	is	the	internal	rate	of	return	to	education.	This	can	be	understood	as	
the	 discount	 rate	 at	which	 education	 costs	 during	 the	 study	 period	 seen	 as	 opportunity	 costs	 are	
matched	by	future	earnings.	The	second	observation	relates	to	the	fact	that	the	income	function	is	
concave	on	the	number	of	years	of	experience	on	the	 labor	market,	which	means	 that	 the	 income	
grows	more	quickly	for	young	people,	reaches	a	maximum,	then	it	starts	to	decrease.	











The	rest	of	 the	paper	 is	organized	as	 follows.	 In	 the	next	section	we	present	some	methodological	














d)	 Unobserved	 heterogeneity.	 In	 the	 case	 of	 multivariate	 regression,	 it	 is	 often	 the	 case	 when	
important	variables	are	omitted	because	there	are	no	data	for	such	variables.	For	example,	one	of	the	
important	variables	in	determining	a	person's	income	is	his/her	innate	ability.	In	this	case,	the	rate	of	

































A	 second	 study	 on	 the	 Mincer	 equation	 for	 Romania	 is	 Pauna	 (2009)	 who	 estimated	 the	
equation	for	1995	and	2000	using	OLS	and	showed	that	the	rate	of	return	to	education	had	a	negative	
sign	that	contradicts	Mincer's	theory.	This	coefficient	calculated	separately	for	men	and	women	has	
positive	 values	 (5.9%,	 respectively	 7.18%	 in	 1995	 and	 8.3%	 respectively	 9.75%	 in	 2000)	 with	 an	
increasing	 trend,	 which	 means	 that	 in	 Romania	 the	 labor	 market	 has	 increased	 the	 reward	 for	
education	from	1995	to	2000.	
The	third	study	(Varly	et	al.,	2014)	used	data	available	from	the	SILC	and	Household	Bugdets	
surveys	 from	2012	 to	estimate	 the	Mincer	equation.	The	 results	 showed	that	 the	 rate	of	 return	 to	
education	is	7.9%	when	using	the	SILC	data,	and	8.6%	for	the	HB	survey.	Varly	(2014)	also	estimated	
the	equation	by	 the	 level	of	education	 (primary,	 secondary,	bachelor	or	doctorate)	and	obtained	a	
wage	premium	of	approximately	51%	for	bachelor	and	42%	for	doctoral	graduates.		


























in	 the	 data	 collected	 at	 the	 Census.	 Many	 empirical	 studies	 use	 age	 as	 a	 proxy	 for	 experience	
(Sanroman,	2006;	Hyder,	2007),	but	this	can	lead	to	biased	estimates	especially	for	young	people.	We	




































The	 rate	 of	 return	 to	 education	 is	 12.28%,	 i.e.	 an	 additional	 year	 of	 education	 brings	 an	
increase	of	the	income	by	12.28%.	Compared	with	previous	results	obtained	in	the	case	of	Romania,	









unobservable	variation	of	employee'	ability	or	 from	unobserved	heterogeneity.	 For	example,	 there	






1.		The	coefficients	of	the	equation	with	education	as	an	endogenous	variable	are	estimated	with	OLS:	EDU	$ = 𝑐+ + 	𝑐-𝐸𝑋𝑃$ + 𝑐.𝐸𝑋𝑃$. + 𝑐/𝐺𝐸𝑁𝐷𝐸𝑅$ + 𝑐A𝑀𝐴𝑅𝑅𝐼𝐸𝐷$ + 	𝑐D𝑊𝑇𝐼𝑀𝐸$ + 𝑐G𝐵𝐼𝐺_𝑇𝑂𝑊𝑁$ +𝑐J𝑈𝑅𝐵𝐴𝑁$ + 𝜀$ 																																																																																																																																																					(4)	
2.	The	coefficients	of	the	initial	Mincer	equation	in	which	the	variable	EDU	$ 	is	replaced	by	the	fitted	























Efficient	under	H0	 Consistent	under	H1	 Hausman	statistics	 p-value	








biased	estimators	 in	 the	same	direction	as	 those	obtained	by	OLS	 (Bound	et	al.,	1995).	Staiger	and	
Stock	(1997)	set	out	an	empirical	rule	to	test	whether	an	instrument	is	weak	or	not:	a	partial	F-test	in	
the	first	stage	of	the	2SLS	method	calculated	by	excluding	the	instrument	less	than	10	indicates	a	weak	























This	 result	 indicates	 that	 the	 labor	 market	 in	 Romania	 rewards	 higher	 education:	 higher	
education	employees	earn	much	higher	incomes	than	the	rest	of	the	employees.	Similar	results	are	
obtained	by	Fiaschi	and	Gabbrilellini	(2013)	for	Italy	or	Humphreys	(2013)	for	Cambodia	in	2012.	












The	 graduates	 of	 vocational	 education	 have	 a	 gain	 of	 13.7%	 compared	 to	 those	 with	
gymnasium,	the	high	school	graduates	31.3%,	the	post-secondary	education	81.9%,	the	undergraduate	
higher	education	157.2%	,	masters	higher	education	graduates	have	a	gain	of	221.5%	and	those	who	
have	doctorates	earn	165.5%	more.	These	 results	 show	 that	 the	 rate	of	 return	 to	education	 is	not	
constant	 across	 all	 levels	 of	 education	 as	 in	Mincer's	 initial	 model,	 but	 it	 varies	 according	 to	 the	





























We	estimated	the	equation:	LOG_V	$ = 𝑏+ + 	𝑏-𝐻𝐸_𝑇𝐸𝐶𝐻$ + 𝑏.𝐻𝐸_𝑈𝑁𝐼𝑉$ + 𝑏/𝐻𝐸_𝐸𝐶$ + 	𝑏A𝐻𝐸_𝐿𝐴𝑊$ + 𝑏D𝐻𝐸_𝑀𝐸𝐷$ +		𝑏G𝐻𝐸_𝐴𝑅𝑇$ + 	𝑏J𝐸𝑋𝑃$ + 𝑏S𝐸𝑋𝑃$. + 𝑏T𝐺𝐸𝑁𝐷𝐸𝑅$ + 𝑏-+𝑀𝐴𝑅𝑅𝐼𝐸𝐷$ + 𝑏--𝑊𝑇𝐼𝑀𝐸$ +𝑏-.𝐵𝐼𝐺_𝑇𝑂𝑊𝑁$ + 		 𝜀$																																																																																																																																							(7)	
by	OLS	and	the	results	are	presented	in	table	9.	The	field	that	brings	the	greatest	benefit	on	the	labor	
market	 is	medicine.	Graduates	of	technical	and	economics	education	follow,	and	then	graduates	of	
law	 studies.	 For	economics	education	 the	 results	 are	 somewhat	normal	 given	 the	evolution	of	 the	
higher	education	and	labor	market	in	Romania	after	1990	(Andrei	et	al.	2010a;	Andrei	et	al.	,	2010b;	































Field	of	study	 Annualized	 rate	 of	 return	 to	
education	
(the	same	duration	of	studies)	
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